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ANNUAL REPORT TO THE SHAREHOLDERS 


For the year ended December 31, 1966 


Your Directors submit herewith their Annual Report for 
the year ended December 31, 1966, together with the 
audited financial statements consolidated with your Com- 
pany’s wholly-owned subsidiaries, excluding Farm Electric 
Services Ltd. The shares of Farm Electric Services Ltd. 
(a non-profit organization) are shown as an investment 
at their cost to the Company. 


Alberta’s economy continues to grow at a rapid pace. 
New oil and natural gas discoveries, large offshore sales 
of agricultural products, expansion in the petro-chemical 
and other industries provide a vigorous market for elec- 
tricity. Use of electricity by residential, farm and industrial 
consumers is at record levels and the outlook for the future 
is encouraging. 


Revenue and Expense 


Gross revenue from operations in 1966 amounted to 
$38,740,428, an increase of $1,068,129 over the preceding 
year. Consolidated operating expenses, depreciation and 
income and other taxes amounted to $24,761,813, an 
increase of $862,907. After deducting these charges, 
together with interest, less a credit of $1,564,739 for 
interest charged to construction, net income for the year 
was $9,930,929 as compared with $9,725,834 in 1965*. 
Following provision for preferred and common dividends 
and an appropriation of $1,100,000 to the reserve for rate 
reductions, there remained an amount of $4,620,929 
which has been transferred to “Earnings retained for use 
in the business”. 


As mentioned in previous reports, the Company received 
approval in 1964 from the Department of National 
Revenue for a three-year tax exemption on the coal mining 
operation at Wabamun. The tax saving for the year 1966, 


*Adjusted for comparative purposes to include interest charged 
to construction as income. 


the last year of this exemption, is estimated to be 
$1,100,000 and this has been appropriated to the reserve 
for rate reductions, bringing the total amount of this 
reserve to $3,000,000. 


In past years, the Company has followed the practice of 
crediting interest charged to construction to a reserve, 
rather than crediting such amounts to income. The Com- 
pany’s practice in this respect has differed from that of 
most utility companies in the United States and Canada, 
and this being more conservative, has tended to under- 
state earnings in relation to those of comparable utilities, 
particularly during periods of heavy construction. Your 
Directors have therefore approved a change in accounting 
practice whereby income would be credited with interest 
charged to construction in the year ended December 31, 
1966, and in subsequent years. In the light of this change, 
the reserve to which interest charged to construction had 
been credited in prior years has been transferred to “Earn- 
ings retained for use in the business”. The ten-year 
comparative statement, included in this report, has been 
adjusted to reflect this change. 


Earnings 


Earnings per common share in 1966, including interest 
charged to construction, but excluding income tax savings 
from the coal mining operation, amounted to $1.58, as 
compared to $1.56 in 1965. Had interest charged to 
construction not been credited to income, as was the 
Company’s practice in past years, the earnings per share 
would have been $1.28 for the year 1966 and $1.40 
for 1965. 


On the former basis of reporting, earnings declined in 
1966. This was largely due to the effect throughout the 
year of rate reductions granted to the majority of the 
Company’s retail consumers late in 1965 and to the Cities 


of Calgary and Red Deer for all of 1966. Other contri- 
buting factors include the additional carrying charges 
resulting from the new generating facilities at Brazeau and 
Wabamun, together with upward revisions in the 
Company’s wage contracts. 


These combined factors have tended to depress earnings 
over the short term. However, since the rate reductions 
should have a buoyant effect on sales, and since the 
Company will soon begin to realize the benefits of the 
larger and more efficient generating equipment, a resump- 
tion of previous growth trends of earnings can be expected 
in the longer term. 


During the year 4 dividends of 17/2 cents each were 
declared on the 5,250,000 common shares outstanding. 


New Financing 


For some years the Company has issued additional First 
Mortgage Bonds to finance its heavy program of capital 
works, with the result that at the end of 1965 the debt 
ratio had increased to nearly 60%. In order to obtain the 
necessary funds and at the same time to effect some reduc- 
tion of the debt ratio, thereby providing greater flexibility 
for future financing, the Company issued $15,000,000 of 
Preferred Shares of the 5.40% Series during December, 
1966. These shares are convertible to 3% common shares 
up to and including November 30, 1971, and to 3 common 
shares during the succeeding five years. Proceeds from the 
sale of these shares were applied to the bank loan in 1966. 


Income Tax Rebate 


In July, 1966, the Federal Government passed the Public 
Utilities Income Tax Transfer Act which provides for the 
return to the provinces of 95% of the corporation income 
tax paid by investor-owned electric utility companies and 
gas utility companies in respect of taxable income earned 
subsequent to January 1, 1966. The Province of Alberta, 
which has consistently pressed for this tax rebate, also 
passed legislation whereby this tax will be returned to the 
individual consumers of the utility companies in Alberta. 
This action by the Federal and Provincial Governments 
will remove most of the discrimination with respect to 
income tax that has long existed between investor-owned 
and publicly-owned electric utilities. It should result in 


a substantial reduction in the cost of electricity to this 
Company’s consumers and thus improve its competitive 
position. 


Operations 


The load supplied by the Company’s system was 3,672 
million kilowatt-hours, as compared to 3,328 million 
kilowatt-hours in 1965, an increase of 10.3%. 


Your Directors are pleased to report that an amended 
wholesale power contract was completed with the City of 
Calgary in October, 1966. Under the former contract, 
the City’s power requirements up to 300,000 kilowatts 
were to be supplied by the Company until 1973. The terms 
of the amended contract provide for the supply of up to 
550,000 kilowatts, at lower rates, for a period that may 
terminate on August 31, 1980, or any subsequent year, 
upon ten years’ written notice given by either party. The 
City also purchased and assumed responsibility for certain 
transmission lines and substation facilities within the City 
Limits, which were formerly owned and operated by 
the Company. 


In October, 1966, your Company negotiated a new 
wholesale power contract with the City of Red Deer for 
a ten-year period, at reduced rates. These negotiations 
had been in progress for a considerable time and gave rise 
to an application by the City of Red Deer to the Public 
Utilities Board of Alberta for a review of the Company’s 
rates and earnings. Upon completion of the new contract, 
the City withdrew its application to the Board. 


During the year, industrial loads increased by 10% and 
the prospect for future loads of this type remains bright. 
Arrangements have been completed to supply the new 
chlorine and caustic soda plant of Dow Chemical of 
Canada Limited near Fort Saskatchewan with an initial 
requirement of 10,000 kilowatts. Negotiations are also 
under way which should result in adding some 10,000 
kilowatts of load in natural gas processing plants and a 
15,000 kilowatt oil pipeline pumping load. 


Although it is not generally recognized, the Company is 
engaged in a highly competitive business with other low 
cost fuels and sources of energy. For this reason, it has 
over the years endeavoured to develop a broad and effec- 
tive marketing program, and is presently taking steps to 
increase its sales and promotional activities. 


Capital Expenditures 


Capital expenditures during the year amounted to 
$28,901,857, as compared to $24,839,165 in 1965. 
Details of these expenditures, together with the source of 
funds, are shown in the financial statements. 


Major projects completed or undertaken include the 
following: 


A second unit, having a capability of 190,000 kilo- 
watts, at the Big Bend Plant of the Brazeau Power 
and Storage Development, is expected to be in service 
early in 1967. 


A fourth unit of 286,000 kilowatt capacity at the 
Wabamun Thermal Plant was in the final stages of 
installation at the year’s end and is expected to be 
placed in service during 1967. 


The Company’s high voltage transmission system was 
further strengthened and extended by the construction 
of 110 miles of 138 KV lines, and commencement 
of 125 miles of 240 KV line from Benalto to Calgary. 


Associated with these extensions to the high voltage 
transmission system, five new substations were com- 
pleted or are under construction, including a 240/138 
KV _ substation near Calgary and 138/72 KV 
substations at Lodgepole and at Colinton. 


The construction of the Company’s new head office 
building on 12th Avenue and Centre Street South in 
Calgary was commenced in 1966 and is expected to 
be ready for occupancy by September, 1967. 


The Company’s plans for the further development of its 
system are under constant review. These plans are based 
on the premise that its power requirements in the im- 
mediate future will be most economically provided by 
expanding its conventional thermal-electric and hydro- 
electric generating facilities. However, over the long range 
and with the continued growth of the system, nuclear 
power generation will be of increasing interest. The instal- 
lation of the larger nuclear units which are now possible 
on major power systems, continued improvements in 
design, and the cost benefits of repetitive manufacture are 
rapidly narrowing the gap with conventional thermal 
generation. 


Insofar as future thermal-electric plants are concerned, the 
choice of sites is governed largely by the availability of 
large deposits of strippable coal which can be economically 
mined, and an adequate supply of cooling water. Con- 
sequently, extensive coal exploration work has been carried 
out at various locations in Alberta. As a result of this 
work, the Company plans to open a new coal mine on its 
coal lands on the south side of Lake Wabamun, and to 
construct a thermal plant in the immediate vicinity of this 
mine. The first generating unit for this plant, now on 
order, is expected to come into operation early in 1971. 


Your Company is presently carrying out studies with a 
view to increasing the storage volume of the Brazeau 
Reservoir and providing a permanent overflow spillway. 
Depending on the outcome of the studies, construction 
work may be started in 1967. 


Scholarships 


Commencing in 1967, your Company is providing two 
scholarships for graduate study in engineering which will 
be known as the G. A. Gaherty Memorial Scholarships. 
The awards will be made annually to two students gradu- 
ating from the Faculty of Engineering, one from The 
University of Alberta and the other from The University 
of Calgary, and proceeding to graduate studies at either 
of these Universities. The scholarships are in memory of 
the late Geoffrey Abbott Gaherty, for many years 
President and subsequently Chairman of the Board of 
Calgary Power Ltd. 


Directors 


Mr. Robert Arthur Brown, Jr., of Calgary, was elected to 
the Board of Directors at the meeting of April 29, 1966. 
Mr. Brown is President of Home Oil Company Limited, 
and a Director of several large corporations. 


Your Directors wish to express their appreciation to all 
members of the Company’s staff for their good work 
in 1966. 


Submitted on behalf of the 
Board of Directors, 


A. W. HOWARD, 


President. 
March 7, 1967. 


CALGARY 
Consolidated Balance | 


(With comparat 


ASSETS 


1966 1965 
Property Account: 


ands buildines.. plantcand equipment jomeease ee eee eee $274,268,544 $247,067,503 
Valued at actual cost as defined in the regulations under 
the Dominion Water Power Act and the Alberta Water 
Resources Act and fixed by the Federal and Provincial 
Ministers to December 31, 1965 pursuant to the applicable 
statutes and regulations. 
Other plant and equipment including transmission lines 
situated in British Columbia and Saskatchewan, 
walued tateCOSt, 222. kvmea 4 0 tee oe ee Se oe ree eee ee TPB Ss 1,729,442 


ZI DION 8 G2 248,796,945 


Investments And Deposits: 
Wholly-owned subsidiary (not consolidated) (Note 1) 


SATS = —— “ats COS tae tee were eee eg ee eee ee 20,000 20,000 
NAV AT CES Face a ert tre eR ae ag kt 56,677 1357) 
Others shares <== ate COSC eee eas Nae eee ent ote eer 115250 11,250 
Special srefuniGable inCOmMes (cK weer eee eee nee eee SSUL623 — 
618,750 44,987 
Current 
CoS Fane Sa eS Nr a ae RL 367,874 525;021 
ACCOUNTS «TECEIV A DIC sets a Rare ee oe ee oe 3,237,991 3,469,277 
Materials-andtsupphiess valued :at.average Cost = eee ee 1,618,302 1,340,152 
PEC DalG 46x PCUSES 5 asain e 305,754 183,073 
yy SPA apo Ways) 
Other: 
Premium, discount and expenses on funded debt and capital ___ 982,985 532,985 
Less accumulated gains on bond redemptions ____..._______ 694,296 671,426 
288,689 (138,441) 
DeferredepastesctvicesPeusion, CGsts asses ame ate. ee ae ee 738,699 830,699 
1,027,388 692,258 


On behalf of the Board: 
(Sgd.) D. STAIRS, Director. $283,167,921 §255,05.167 13 
(Sgd.) A. W. HOWARD, Director. a 


(See acco 
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LTD. 


set December alls 1966 


ures for 1965) 


jing notes) 


LIABILITIES 


Bunded 4Debts\(Notevss)) sre eee es ee ee ee 
6% Notes Payable to Farm Electric Services Ltd. (Note 4) _ 
Customers’ Contributions For Extensions _ 


Accumulated 1D ve precisath ome esac ae 


Deferred Credits: 


IDelemredmincome staxesm (NO tC a0) ae eee rae ene eee 
INGSEEVE LOmeTate! ECU CIIOTIS me re aate re eeyae eeg eee B 


Current: 


Bank eto en ee cemeteries ttt a te Rania aR ae ae oe eee 
Note: payable to: Parme Electric Services| Ltd, 222 = 
Shore terms notes Payal eee seesaw nes eee ree eee 
ANCCOUNtSE Dayablesandmaccrucde cial OCS aa sae es ae eee 
Income sand Fothenstaxess Payable pss ee 
Davi em sy yak y a es eae ener ere ee eR 
Interest. accrued on, Londeds Cc Dt eee eter ee ee ee 
Consumers’ deposits and accrued interest 


Shareholders’ Investment: 
Capital (Note 7) 
Preferred is late Sees ope ti ee SON ie ae INE i 


Gomimion SSD ares yee cee cence ee Re ek ee 
Earnings retained for use in the business 


Commitments (Note 8) 


1966 


$ 88,399,000 
12,200,000 


4,254,143 


58,987,023 


16,041,650 
3,000,000 


19,041,650 


560,000 
1,005,000 
5,514,546 
1,742,732 
1,052,500 

452,171 

473,119 


10,800,068 


27,000,000 
6,039,985 


56,845,452 


89,885,437 


$283,167,921 


1965 


$ 89,357,000 
9,150,000 


3,984,031 


52,765,066 


15,592,306 
1,900,000 


17,492,376 


2,435,000 
2,300,000 
415,000 
3,000,251 
1,900,269 
1,052,500 
461,168 
474,544 


120385732 


12,000,000 
6,039,985 
52,224,523 


70,264,508 


Sea. Uo ilo 


CALGARY POWER LTD. 


Consolidated Statement of Income 


Year ended December 31, 1966 
(With comparative figures for 1965) 


1966 
GLOSS FTEVENTe LOM Ope lati Om Sete see a ee emer ae ee $38,740,428 
Operating deductions: 
Operating tex penses = (INOUE 29) reese tag meen eee sense eee 10,828,540 
axes cother thai taxes 101i itt CO iC ye emenere meee see eee ene 323,215 
Depreciation i (INOLC2. ) sperentetee cetera ane eee ee ee Lee 6,900,000 
TEaxesroneincomen, (INO Ce gS) ) tere sree eerie tees ete mc ee 5,210,000 
24,761,813 
Operatin Sin COmie Fits sii eee ene aie oe ae anne BOD ON ee ee 13,978,615 
Income deductions: 
Bi Gricl Bamter ess (tea rar ae ee eg hr Ne Re ee ee ee 4,463,681 
Othervinterest sCnet ) ree = ene ts ee alee 2. ee Oe ee oe 1,148,744 
Interest charged, to: construction (Credit) (Note 6) 222s ees (1,564,739) 
4,047,686 
INGtLINCOMEETOR (NC wy Cat aeeenes oe eene eeee eS eeee eee Seee 99301929 
Deduct: 
Dividends paid — 
Onyprelerred shares ees <2 een eee ee eee 535,000 
One common gs are siemens ae eee et Se eee 3,675,000 
4,210,000 
Appropriation to reserve for rate reductions (Note 5) 1,100,000 
5,310,000 
Transferred to consolidated statement of earnings retained 
FOLSUSE VIN Les DUSTING SS aeenemene es es ete eee a ere Soe eee eee $ 4,620,929 


1965 


$37,672,299 


9,540,499 
1,688,407 
6,400,000 
6,270,000 


23,898,906 
1357135393 


3,958,488 
917,434 
(828,363) 


4,047,559 
9,725,834 


535,000 


3,412,500 


3,947,500 
1,000,000 


4,947,500 


$ 4,778,334 


Consolidated Statement of Earnings Retained for Use in the Business 


Year ended December 31, 1966 


Balance sat: beginning OL cy Ca epee secre ee re ee ee $44,274,195 
Add interest charged to construction in prior years (Note 6) _........ 7,950,328 

5252245924 
Transferred from consolidated statement of income —_. 4,620,929 
Balance cat And wOLS Vy CALs eee Se ee ee ene De eee 8s eee ee eee $56,845,452 


CALGARY POWER LTD. 


Consolidated Statement of Source 


and Application of Funds 


Year ended December 31, 1966 
(With comparative figures for 1965) 


Source of Funds 


From operations: 


ING ERIC OMICS LOlE tite a VCore. peek Ae ea eee oth ee ee 
Add items not involving cash — 
CPI CCLAtION mr awe eae: Sha iR ens LUE 2c ee oe ee Pere eer ee 
Delerredaimcomentaxesy 26 sere eat eseeen Whe ws eee ees 


Proceeds from issue of Convertible Preferred Shares (net) 
Proceeds front issue or First Mortsace’ Bonds = 4 
Increase in notes payable, Farm Electric Services Ltd. —______ 
Note payable, Farm Electric Services Ltd. transferred 

from (to) current liabilities 
IPEGCCECMS ALON Sal uOLMplODCULY eee were as epee eee eC 
CVC L1G geese hs a A ee ER Ue oct te ae ee 


Application of Funds 


Capital expenditures: 


Production 
TA TreUTAS ELDIS S10 Leese ieee male Bene ea Sete os ee, ee Ee er ees oe 
Substations 

Distribution 
Other 


Dividends — 
PECTCULEC SG LAL Cc aeemenee tee re ee ie cme ee ee Conse ne ee 
Common shares 
First Mortgage Bonds purchased for sinking fund (net of discount) _. 
SpPecialetesunGableminCOmes tak eee smack tne eee ees eee ee 
DAS tISehVices De USOMECONET UI 10 ki mmeasa ee eern eee  e ee eee ee 
Decrease (increase) in working capital deficiency _-_.-.-_---_.. 


1966 


eo 230929 


6,900,000 
449,274 


17,280,203 


14,550,000 


750,000 


2,300,000 
629,497 
SLs 


$35,828,872 


$17,464,428 
3,920,403 
2,079,801 
870035321 


251335898 


28,901,857 


535,000 
3,675,000 
935,150 
530,823 


1251062 


$35,828,872 


1965 


$ 9,725,834 


6,400,000 
2,506,389 


18,632,223 


8,910,000 
600,000 


(2,300,000) 


381,006 
$26,223,229 


$14,687,234 
3,336,011 
157 36,905 
4,466,537 
612,878 


24,839,165 


535,000 
3,412,500 
796,275 
830,699 

(4,190,410) 


$26,223,229 


ifs 


CALGARY POWER LTD. 


Notes to Financial Statements 
December 31, 1966 


Principles Of Consolidation 


The consolidated financial statements include the 
accounts of the Company and its wholly-owned sub- 
sidiaries with the exception of Farm Electric Services 
Ltd., a non-profit organization. 


Depreciation 


The Companies provide for depreciation in amounts 
approximately equivalent to the amounts which would 
be provided on a straight line basis using a composite 
rate of 3%. This basis was derived from a compre- 
hensive study of properties, plant and equipment and 
the related reserve for depreciation which was coin- 
pleted in 1964 and which included depreciation cal- 
culations on a sinking fund basis (recognizing loss 
in value as a result of physical, functional and other 
causes) applied to costs adjusted for variation in the 
purchasing power of the dollar year by year and also 
on a straight line basis applied to actual costs. 


Funded Debt 


Details of the Company’s funded debt, which consists 
of outstanding First Mortgage Bonds (subject to 
Sinking Fund) are as follows: 


1966 1965 

344% Series due 1972 $ 6,805,000 $ 6,805,000 
34%4% Series due 1972 4,810,000 4,810,000 
358% Series due 1972 5,575,000 5,575,000 
444% Series due 1972 5,225,000 5,225,000 
47% % Series due 1972 3,880,000 3,880,000 
444% Series due 1976 3,850,000 3,850,000 
5Y%% Series due 1977 7,472,000 7,972,000 
54%4% Series due 1978 3,700,000 4,000,000 
4 % Series due 1979 4,240,000 4,240,000 
53%4% Series due 1981 9,842,000 10,000,000 
534% Series due 1982 8,000,000 8,000,000 
534% Series due 1983 9,000,000 9,000,000 
558% Series due 1984 7,000,000 7,000,000 
6 % Series due 1985 9,000,000 9,000,000 

$88,399,000 $89,357,000 


The First Mortgage Bonds are secured by a first and 


specific mortgage and charge upon certain of the 
Company’s lands, buildings, plant and equipment and 
by a first floating charge upon all other assets situated 
in the Province of Alberta. The Trust Deed securing 
the issues provides for a sinking fund for the retire- 
ment of First Mortgage Bonds payable on September 1 
in each year of 1% of the original principal amount 
of First Mortgage Bonds previously issued. 


The sinking fund requirements are $970,000 for each 
of the years 1967 to 1971 inclusive. 


10 


4. 


6% Notes Payable 


Details of the Company’s 6% Notes Payable to Farm 
Electric Services Ltd. are as follows: 


Due Amount 
December 31, 1968 $ 2,300,000 
December 31, 1969 2,300,000 
December 31, 1970 2,250,000 
December 31, 1971 2,700,000 
December 31, 1972 2,650,000 

$12,200,000 


Farm Electric Services Ltd., a non-profit organization, 
acts as agent for Rural Electrification Co-operative 
Associations served by the Company. 


Income Taxes 


Income taxes payable in respect of the year are 
estimated to be $3,751,400. The difference of 
$1,458,600 between this and the taxes charged against 
income results from claiming, for tax purposes, de- 
preciation and other expenses in amounts greater than 
those charged in the accounts. This difference is 
applicable to those future years in which the amounts 
claimed for tax purposes will be less than the deprecia- 
tion and other expenses recorded in the accounts and 
is accordingly included in the balance sheet in the 
item “Deferred income taxes”. 


During the year, deferred tax provisions recorded in 
prior years in the amount of $1,010,000 were trans- 
ferred from this account to current liabilities as a 
result of anticipated re-assessments. 


As a result of the three year exemption on income 
derived from the Company’s coal mining operation 
near Wabamun, income taxes otherwise payable for 
1966 have been reduced by $1,100,000 ($1,000,000 
in 1965 and $900,000 in 1964). 


In accordance with the decision of the Directors to 
utilize the tax savings from such mine exemption for 
the purpose of reducing rates to customers, the above 
estimated amounts totalling $3,000,000 have been 
appropriated to reserve for rate reductions. 


Interest Charged To Construction 


In previous years, the Company followed the practice 
of charging interest to construction of buildings and 
plant at prevailing bank interest rates and of crediting 
these amounts to interest during construction in its 
accounts. No portion of these amounts was reflected 
in income. 


Commencing with the 1966 year, the Company has 
adopted the practice of recording interest charged to 
construction as income, and accordingly interest cap- 
italized and excluded from income in prior years in the 
amount of $7,950,328 has been transferred to earnings 
retained for use in the business. The consolidated 
statement of income for 1965 has been adjusted, for 
comparative purposes, to include the amount of interest 
charged to construction in that year. The consolidated 
net income actually reported for 1965 amounted to 
$8,897,471. 


Capital 


The Company’s capital consists of the following: 


Cumulative redeemable preferred shares — 
Authorized — 350,000 shares of $100 each 


cumulative redeemable preferred shares of $100 par 
value which may be issued in series under terms and 
conditions specified by the Directors. 


On October 13, 1966, a resolution was passed and 
confirmed by Supplementary Letters Patent dated 
November 4, 1966, designating 150,000 preferred 
shares as 5.40% Cumulative Redeemable Convertible 
Preferred Shares of a par value of $100 each. These 
shares are redeemable at $105 per share to November 
30, 1971; thereafter at $102.50 per share to November 
30, 1976, and thereafter at par. 


On November 25, 1966, the Company issued and sold 
150,000 5.40% Cumulative Redeemable Convertible 
Preferred Shares of a par value of $100 each for 
$15,000,000 cash. The expenses of the issue, amount- 
ing to $450,000 have been deferred in the Company’s 
accounts. 


Issued — 50,000 4% shares $ 5,000,000 
30,000 4% 7% shares . 3,000,000 Five hundred and fifty thousand (550,000) common 
40,000 5% shares 4,000,000 shares have been reserved for conversion of the 5.40% 
150,000 5.40% shares 15,000,000 Cumulative Redeemable Convertible Preferred Shares. 
27,000,000 
8. Commitments 
Common shares of no par value — 
Authorized — 7,500,000 shares The Company, in the normal course of business, 
Issued — 5,250,000 shares 6,039,985 anticipates incurring substantial capital expenditures 
$33,039,985 for future expansion of its system. 
9. Operating Expenses 


By Supplementary Letters Patent dated August 29, 
1966, the authorized preferred share capital of the 
Company was increased from 150,000 to 350,000 


Auditors’ Report 


To The Shareholders 
Calgary Power Ltd. 


Operating expenses include Directors’ remuneration 
of $6,300. 


We have examined the balance sheet of Calgary Power Ltd. and its principal wholly-owned subsidiary 
companies as at December 31, 1966 and the consolidated statements of income and earnings retained for use in 
the business and source and application of funds for the year then ended. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion the aforementioned financial statements present fairly the financial position of the 
companies as at December 31, 1966 and the results of their operations and the source and application of 
their funds for the year then ended, in accordance with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year, except for the change in accounting for interest charged 
to construction referred to in Note 6, which change we approve. 


(Sgd.) CLARKSON, GORDON & CO., 
Chartered Accountants. 


Calgary, Alberta. 
March 3, 1967. 
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Consolidated 10 Year Growth Summary 


1966 1965 1964 1963 1962 1961 1960 1959 1958 1957 
Gross Revenue 
(Thousands of dollars) 
Wholesale cities and towns __----- $ 9,080 O13} 8,194 e505 6,962 6,185 5,499 4,855 4,165 3,694 
Soil (@ Giney WMS 239 236 195 91 SYS) 120 100 70 40 — 
owneretail gee ee ee 12,169 THES ZN. 11,207 10,550 10,359 9,627 8,813 7,996 6,989 6,338 
Industrial gee ee ere 11,506 10,876 SS) 9,380 8,737 8,169 7,688 We AE 6,346 ST 
RU cs | eee ee ere ee eee 5,029 4,853 4,302 3,950 3052 3,503 3) ,152 2,919 2,363 2,052 
mhotalmelectrical === aaa $ 38,023 36,999 33,873 31,474 30,165 27,604 D5, 22,966 19,903 17,911 
Other ee ee WG 673 685 598 516 516 429 387 364 297 
Gross revenue from operations... $ 38,740 37,672 34,558 32,072 30,681 28,120 25,681 IB Bs 20,267 18,208 
Operating income 
(Thousands of dollars) -.--.-----. LBD ers} 12,583 10,589 10,608 D589) 8,760 8,001 F585 6,820 
Earnings per common share (1) (4) $  1.58(2) 1.56(2) 1.50(2) 1.28 Lesv7/ 33) 1.20 1.01 98 85 
Dividends per common share (1) - $ 70 .65 .60 .60 ED) 40 40 40 40 .40 
Fixed assets (Thousands of dollars) . $275,992 248,797 224,673 204,322 186,960 164,750 143,473 132,198 IDS 112,982 
Load in millions of kilowatt hours (3) 3,672 3,328 2,978 2,677 2,458 2,247 2,038 1,851 1,585 1,447 
INumbersofsemp|oyees === 895 835 785 759 724 684 665 659 630 620 
Generating Capacity 
(net MW) 
Tydt0 pe 490 490 325 325 325) B25 325 240 240 240 
AC herinal geen eee 283 283 283 283 283 136 144 144 144 72 
iRurchased esas ee ee 11 11 16 16 26 26 25 25 25 25 
ST) C2 | eee eee eee 784 784 624 624 634 487 494 409 409 SiSh7/ 


ee Eee 


Note: (1) 1958 and prior years adjusted for 5 for 1 stock division in 1959. 
(2) Excluding income tax savings from the coal mining operation. 


(3) Includes kilowatt hours supplied to East Kootenay Power Company Limited 
and Northland Utilities Limited. 


(4) Adjusted to include interest charged to construction as income. 


PITFIELD, MACKAY, ROSS & COMPANY 


LIMITED 


RESEARCH BRIEF 


“ CALGARY POWER LIMITED 


Earnings per share 
Price (Years ended Dec. 31) P..E. Ratio Indicated 
December 20, 1967 1966 ° 1967(est.) 1968(est.) (Con 1968 est.) dividend Yield 


$22 1/4 Beis 5e $1.56 $1.65 e137 5x $0.80 3.6% 
The Company Calgary Power is the leading electric utility in the Province of Al- 


berta supplying power to well over half of the consumers in the Prov- 
ince including the large markets of Calgary, Red Deer and Edmonton, 


Sales Sales which were 3,672 million kilowatt hours in 1966 have grown at a rate 
of about 10% per year since 1962. -We expect this growth rate will continue 

over the near term and estimate sales of approximately 4,800 million kilowatt hours 

by 1969. Gross revenues ($38.7 million in 1966) have grown at a slower rate of ap- 

proximately 6.0% per annum since 1962 due to the continuous reductions in the price 

of electricity. Recently, however, wholesale power contracts lasting for at least 

10 years have been signed by the City of Calgary and Red Deer and this is expected 

to help increase the growth rate in revenues. 


Capital Expenditures Capital expenditures during 1966 were approximately $28 mil- 

lion, an increase of 17% over the previous year. To meet 
anticipated load the Company :-will have to double its generating capacity during the 
next 10 years. This capacity will be supplied by a combination of thermal plant for 
base load and hydro for peaking. Thermal capacity will be developed in the Wabamun 
area where large coal reserves are available. | 


Substantial amounts of new financing will be needed to cov- 
er the Company's capital requirements over the next few years as the Company antic~ 
ipates capital expenditures of $30 million per year on average. 


Operating Profits and Earnings Operating profits, which were $26.1 million in 

1966, should rise proportionately with gross rev- 
enues over the next few years and could be as high as $31 million by 1969. However, 
growth in, net income will be less than growth in operating profit as the Company is 
faced with a higher tax rate (due to the end of a three year tax-free period), high- 
er interest and depreciation charges and larger preferred dividends which will only 
be partially offset by the elimination of the annual charge to a Reserve for Rate 
Reductions and by the new accounting treatment regarding interest charged to con- 
struction. In the current year, we expect that income may be down slightly to $8.2 
million or $1.56 per share as compared to $8.3 million or $1.58 per share in 1966. 
In 1968, we expect earnings to increase by 6% to approximately $1.65. 


This report is not and under no circumstances is to be construed as an offer to sell or the solicitation of an offer to buy any securities. The information set forth herein 


i ini isti icati i teed as to accuracy or completeness and the furnishing 
is drawn from company reports, Dominion Bureau of Statistics publications and other sources, but is not guaran ac c 1 E Y 
thereof is not and under no circumstances is to be construed as a representation of Pitfield, Mackay, Ross & Company Limited. This report _is furnished on ne here 
and understanding that Pitfield, Mackay, Ross & Company Limited is to be under no responsibility or liability whatsoever in respect thereof. The inventories of Pitfield, 


ckay, Ross & Company Limited may from time to time include securities mentioned herein. 


The racord for the seat three years and our estimates 10.7170 /7sand eee 
are as follows: 


Actual Estimated 
Years ending Dec. 31 1964 1965(1) 1965(2) 1966 1967 1968 
Kilowatt hours ('millions) 2,960 3,304 3,304 3,672 4,021 4,403 
Per cent increase 11.0% 11.4% 11.4% tie 1 9.5% 9.5% 
($'000) 

Gross revenues $34,558 $37,672 $37,672 $38,740 $41,650 $44,500 
Operating profit 24143 26,443 26,443 26,088 27,800 29, 800 
Less: Depreciation 5,800 6,400 6,400 6,900 7,300 7,837 

Interest 4,418 4.876 4,876 5, Ole 6 ,000 6,200 
Pre-tax income $13,895 ‘$15,167. $15,167 ($13,576) (S14 y500 $15,763 
Less: Income taxes aaa 6,270 6,270 5,210 6,960 7,595 
Add: Interest charged to 

construction - - 828 1,565 2,000 1,800 
Net income $18,165; 3 8,897" “3. 9,725 Ss) Ges egal oso $ 9,968 
Less: Preferred dividends 535 535 535 535 1,345 1,345 

Reserve for rate 

reductions 900 1,000 1,000 1,100 - - 
Net available for common DOO, (30 th. by COUR e io $8,296 $ 8,195 $_ 8,623 
Common shares outstanding ; 

(*000) 5,250 5,250 56 25 0a) Sa a50 5,250 5,250 

Net per share $2528 |S (LAO h WSO sD SoG gi sel 2 2.5 eae SL ees 
Apparent tax rate 41.2%, 41.3% 41.3% 38.4% 48 ,0% 48.0% 


(1) Before adjusting entry for interest charged to construction. 
(2) After adjusting entry for interest charged to construction. 


Outlook Sales volume should increase as a result of rate reductions which have 

improved the Company's competitive position, and which were made possi- 
ble by the Federal tax rebate to the provinces for investor owned utilities. Al- 
though earnings are expected to be down slightly this year and will grow at a slow- 
er rate than operating profit over the near term, we expect a return to a more 
normal growth in the Company's earnings by the end of 1968. 


Dividends The Company, which over the past few years has paid out between 40% 

and 50% of its earnings in the form of common dividends, recently 
raised its annual dividend from $0,70 to $0.80, The yield on the indicated divi- 
dend of $0,80 is 3.6%. 


Market Action ' During most of 1966, the stock was in a downtrend moving from a 

high. of $30 in January to a low of $20 1/4 in November. In 1967, 
the stock has traded in a range between $21 and $26 and most recently has been in 
the lower end of the range at $22 1/4 or 13.5 times estimated 1968 earnings. 


Comment At the current multiple of 13.5 times, the stock is adequately priced 

considering the slight drop in earnings expected in the current year. 
However, it is estimated that the Company's expansion program will double its ca- 
pacity by 1977 thus enhancing earnings prospects for the longer term, The stock 
is a hold for long term capital appreciation, 


Toronto, Ontario, 


December. 20 meh QB Ke name of every director of Pitfield, Mackay, Ross & Company Limited and of every person having an interest, either 
directly or indirectly, to the extent of not less than 5% in the capital of Pitfield, Mackay, Ross & Company Limited: A. S. Torrey, S. J. Langill, 
K. M. Sedgewick, W. C. Pitfield, E. F. C. Kinnear, P. J. Smith, R. L. Hunter, D. L. Torrey, W. Y. Soper, J. M. Arbour, H. H. Mackay, J. M. 
McAvity, W. G. Pavey, D. J. Langill, H. A. Wheeler, K. A. Wright, D. C. Mackay, C. B. Loewen, A. F, MacAllaster, D. G. Ross, E. R. Pope, 
T W Raker R BR Thamnecnn 


